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SUBJECT:

Miami Herald Article - "Grocery Allegedly Bilks U.S. of Contra Aid"

FROM: EXTENSION| DATE SENT REQUEST NUMB
STAT
STAT 23 May 86
TO: (Officer designation, room number, DATE
and building OFFICER'S | COMMENTS (Number each comment to show from whom
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Priority Handling Congressional

SUBJECT:

Miami Herald Article - "Grocery Allegedly Bilks U.S. of
Contra Aid"

DATE SENT REQUEST NUMBER
15 May
TO: (Officer designation, room number,

and building DATE OFFICER’'S | COMMENTS (Number each comment to show from whom
RECEVED |Forwarpeo | 'NTTIALS  [to whom. Draw a line across column after comment.)

HPSCI Staffer Dick Giza
would like to know what,
if anything, we know re
the attached news article.

Tks,
Mf

EPS/LG

SUSPENSE DATE:
ASAP

RETURN TO:

oas 4283

Priority Handling Congressional
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FLEGSE TRY AGATHN,
FLT
RANE 2 0OF 2 FAGE 1 OF e

FRI MAY 03 1984 ED: FINAL

SECTION: FRONT FAGE: 16 LENCTH: 4Z.%4" LONG
ILLUST: photo: Supermercado Hermanc Fedro in Tegucigalpa
(HONDURAS BUSINESS) i
SOURCE: SAM DILLON Herald Staff Writer

DATELINE: TEGUCIGALFA, Honduras .

MEMO: ARDUND THE AMERICAS

TrriEIoiscissIrIsTIIIIITIIEIGGIiraiiiIisiissiisisiiiiaii:
GROCERY ALLEGEDLY BILKS U.S OF*CONTRA*AID*

A corner grocery supplying Nicaraguan*contr a*rebels at
American expense billed the U.S. government for thousands of
uniforms that never existed, reliable sourcees say.

The sources say the Supermercado Hermano Fedro is also a
front to disguise the participation of severazl Honduran military

AN 2 aF 2, FAGE 2 0OF e
cidacers in¥ocontrarsupply efforts, while Hondurer public records

officizals say the grocery store has hidden at least T8
rrllion e LS payvaents drom Honduran ta: authocities,

AT official with kEnowledge of*contrazoperations saicd

U & avthorities apparently tolerated these dealings in recent
monthe as & way of rewarding key Honduran army officers for
cocperation with the Nicaraguan rebeles.
The allegstions provide new insight into irregularitie
wted 1rn thexcorntra¥eupply network and the difficulti

=

n

cuiagan administeation faces as 1t tries to convince Congr
near 1y quadruple U.S. funding for the contres. A congressional
subcoummi Ltee voled Thursday to subpoena records of Miami bank
accounls belonging to the contras or their cuppliere.

Hormano Fedro, & crowded shop tucked into s stucceo building
16 winbinig-olazs Tegucigael pa neighborhood, hae been the
larogest single recipient in Honduras of payments from $27
million in so-called humanitarian*aid¥that Conarese voted to

avee the  conlras last summer .,
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LotrmER Saag Lu Laasbltled U.b. records, the State o
“Depfrtment's‘Nicaraguan Humanitarian Assistance Office, which
“Gupérvises the rebel ¥aid¥program, paid Hermano fedro at least
£3.8 millicn from late October through February. The payments

RANE: 2 OF 2, FAGE 3 OF @ ‘
were for  vast shipments of food, 20,000 uniforms, siy months
rent on & wareliouse, transportation, fuel and other goode and
servicus the business claimed to have provided to the rebols.

Al o lesrl one ehidpment of uniforms, for which the United

LA &
Slales paid F$TI5 000, apparently never enisted, and
prvegularitice moy alen aeffect food shipmente and the vat ehouese
Inierview: 30 Hondo s indicota.

"Forget it There were no uraforms," s2id & knowlodueable
S officiel whon asled about U, S, documents that show o Jan., 2
paywent 1o Heraaxno Fedro for 20,000 uniforms. "Thero were
'y operetions the contras were unable to carry out in
‘ soee they didn i have clothes. They were out buying
v gio Malente deans, in order rot to ao nabed v

Hondur & tax recorde list Hermano Fedro’'e legal owrer as
Elvia Ramona Fortillao Fonce, the wife of Rodelfo Zelave, an
alternate Honduran congreseman fron the opposition Naticonal
Farty. Bul Hondurarn and U.S. sources said ites shadow partners
include several celonele in the Honduran armed forces. The
colonels, none of whom were reached for comment, appear to share
& commcn military academy background and hold command positions
in units that have long worked closely with the contras.

A U.8. official said Zelaya was believed to havg asked the

RANE 2 0OF 2, FAGE 4 OF . 8
officers to participate as partneres.

Zelaye missed several appointments with reporters this
weel.. His wife, who insicsted she had only lent har name to the
business, said Zelayzs was suffering from a nervoucs condition,
had collapsed inm the store Tuesday, and was seeking medical
sttention.

Reached by phone late Wednesday, Zelaya said: "I don‘t have
anything to do with the United States, and I don‘t want to talk
about thie thing with reporters.

R S ¥ matters ars tial," he caid. "Thisz ic

%

a Py o
military participation i

F{ic
v the Hermano FPedrs

arooncbinn tho ne couneultatione now + 1 Trin
Lo o SEoot B Supe me Hermana Fedro," Acosts sa
H lorg Hermano FPedro hee beern a mejor*contyraksupplier is
aot clear . Lest October, it began charging the contras 3,000 .
month for Lthe rent of a warahouese, U LS. recorde indicets,

NSRS oo0F 2, FAGE oOo0F &
Until then, the contras had run their own Tegucigealpa
warehouse and supply operation from several field Ltents pitche
o e private farm krnown s Lo Doints on Tegucigalpa = cutebirte,
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Ronduran newspapers and by wire servicee at the time.
;;"ZTHe.soldiers transferred thexcontra*supplies to a nearbs
Honduran military insta)lation, the Nicaraguan source said.
Since then, deliveries of food, ammunition &nd other supplies to
o the contras have been organired from that and other Hondurarn -
military installations, the Nicaraguan and a U.S. source said.

Hondur ey military trucke and other equipment have also been
gred to zesigt thexcontrarsupply effort, according to U, 8.
cfdao g ale,

T g

whicl, Movg: oo
ton ey vice:

Hovdar 20

Alber s

PNt Z or o FaGE £ QO &

wat ebiouce mar het, eaic only e handful of city warehouses are

large and modern enough to merit a F3,000 morthly rental.

Hermano Fedro s food shipmerts alsc have raised cuestions.
The market '« food charges. according to U.S. records,. were
FE96,000 in October, #1.7 million in November , $478,000 in
Jenuary and I, 000 in February. Fuel! and ground transport
coste weire included in the billing, the documents indicate.

During the same period, however, U.S records indicate that A —
the San Jorge Bazar, & wholesaker based near the border in
Danli, 4% miles east of Tegucigalpa, also delivered vast
guantities of food to numerous*contra*camps, including the
contras’ main hospital at Aguacate, 115 miles northeast of the
capital. ' B

The San Jorge Bazar ‘s manager caid in an interview he
believed he had become the contras’ principal food supplier-
becavcse of his low prices and efficient accounting methods.

A U.S. source said the officers involved 3n Hermano Fedro
appeared to be the samc cfficers whose units are operating most
closely with the cortras.,

The same source suggested that U.S. officials have .
tolerated the Hermano Fedro operation because it provided a wey
to reward Horduran military officers for their cooperation with

L

s e daa _ ently besn
< tontinuing the hiddern pavoffs.

=sactly offer this 2s a line jtem to the u.&.

ficial oaid, "The cfficere who wereo octting =

are not going to perform the came sorvi e T o

obthing, You have Lo Find &oway to disguise theo

payoffs, "
The official said the amounte involved are "peanuts for
you're getting.

Doamivg the 22 mor
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ofticial said that after new military leadelnhlp nudged Lope:
from cbmmand - “in lele Januar v the military incressed its
cooperation,

S RANI 20 2, FAGE B OoF - .VB

' "After Loper was kicked out they said "We're going to give
more help to th: contras, " the official said. "S5 what they
cessded to do was to take oo much of the 27 million ac they
conle et

Mo Podroe windfall, bowever L WEL o
ol sy suliimities  The shop declared 198° & =3
Lho 200 0 o Tewucigalpe ‘s muricipal sales ta- suthority Jdar,

14, vecords indicete. The Campany paid the equivelent of $417
:h lases based on that declaration.

The company s $2.73 million in zales to the cortras during
e laet 1hres monthe of 1985 alone obligated it tc ey 1984
Laves of 312,600, a tay oftficial said.

Hounduren tar officiale said they were operning an

investigation to determine whether the individuals involved had
xlec underestimated their incomes or federal tay re-orde,
_p——
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